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No. 13,470

IN THE

United States Court of Appeals

For the Ninth Circuit

King Gun Sight Company, Inc., a i

corporation, I

Plaintiff-Appellant,

ys.

Micro Sight Company, Inc., a cor-

poration, John V. McICenna, Rene

GouDY, Eugene F. Padel, George K.

Thannisch, and Marion Galloway,

Defendants-Appellees.

BRIEF FOR APPELLEES.

INTRODUCTION.

Plaintiff-appellant in its brief cleverly intermingles

extraneous speculation and inference with facts to

create an impression of alleged grave injustice done

to plaintiff by defendants. However, if the fact situa-

tion is considered clearly and fairly, the correctness

of the judgment of the trial Court on the merits mil

be self evident. The repetition by plaintiff of insinua-

tions against the defendants, not supported by the



record, the recurring indiscriminate use by plaintiff

of the assertion that certain inferences drawn by

plaintiff are "undisputed", and the intermingling

of evidence on three counts into practically a single

condemnation of all the defendants together, renders

it difficult to answer each and every contention of

plaintiff in an orderly fashion. Point by point answer

would involve a great deal of repetition and would

further confuse the real issues in this case. There-

fore, if we answer only once any point which plaintiff

argued in many different places in its brief, we ask

that such lack of repetition in our answer be not con-

strued as leaving any such points unanswered or

conceded.

STATEMENT OF THE CASE.

There were four counts in the amended complaint.

The trial Court rendered judgment in favor of plain-

tiff on count 3, in favor of defendants on counts 1, 2,

and 4. The defendants have not appealed from the

judgment on count 3, hence only counts 1, 2 and 4

are pertinent to the amended complaint on this

appeal.

The following is a brief statement of the fact situa-

tion as it pertains to each count separately:

Count 1 is on Patent No. 2,159,527.

This patent pertains to a lug or spur extending

laterally from the thumb piece of the hammer of a

pistol (or revolver or firearm) and so spaced from



the frame of the pistol as to permit the thumb of the

user to engage the lug with a rolling motion without

striking the frame of the pistol.

The first defense against this patent was invalidity

over the prior converting of the hammer on a revolver

(Exhibit X) of one Diefendorf, by a gunsmith

O 'Toole in September 1935, long prior to the filing

date of July 10, 1937 of said patent. Plaintiff stipu-

lated (R. 276, 277) as follows:

"Plaintiff admits that the so-called "Diefendorf-

O 'Toole hammer (T. R. pages 148 through 192, inclu-

sive—Defendants' Exhibit "U")*, if proved as to

facts of its alleged reduction to practice and as to its

alleged date of use as set forth in defendant's notice

of defense dated November 10, 1949, constitutes a

prior invalidating anticipation of the plaintiff's

patent".

Therefore the identity of the offset hammer of the

Diefendorf gun with the hammer shown in the patent

in suit is admitted by plaintiff.

There does not seem to be any doubt raised by plain-

tiff as to the circumstances under which the altera-

' tion or change of the hammer on the Diefendorf gun

i

(Defendant's Exhibit "X") took place. The truth-

i fulness of the testimony with respect to the hunting

j
trip of O 'Toole, Diefendorf and Burke during the

dove hunting season in September and the discussion

that took place at the meeting when 'Toole showed

I his revolver with the offset spur on the hammer
i

i
*Now Exhibit *'X".

I



formed by bending the thumb piece of the hammer to

one side, (R. 349, 350) and the suggestion to accom-

plish the same result by welding a lug to one side

is not questioned by plaintiff. (R. 349, 376.) Nor is it

questioned that 'Toole took Diefendorf's revolver

and welded on it the lug within one week after said

hunting trip (R. 350) and that the revolver with the

altered hammer was in actual use by Diefendorf at

shoots and otherwise. (R. 380.)

The only question which plaintiff raises in connec-

tion with this evidence of prior invention is that it

is not proved beyond a "reasonable doubt" that afore-

mentioned hunting trip took place in the year 1935.

O 'Toole fixed said year with reference to a rare

duck stamp issued in 1934 (R. 350) to which his

attention was called at said dove hunt the following

year, 1935, because the stamp had expired and he was

advised at the time of this hunting trip to keep this

duck stamp as a souvenir because of its rarity. (R.

351.)

Diefendorf establishes the year, as 1935, by the cir-

cumstances as evidenced by the death certificate of his

mother-in-law (Defendants' Exhibit ''Y"), which oc-

curred in December, 1934, as a result of an automobile

collision in which Diefendorf's wife was also injured.

(R. 377.) Diefendorf also fixes the date by the fact

that he missed the dove hunting season in 1934 be-

cause of an illness for which he was confined in

St. Francis Hospital in San Francisco, California.

(R. 377.) This event he definitely remembered as



having been a year prior to the hunting trip at which

the aforementioned discussion for the alteration of

the hammer on his gun occurred. Diefendorf further

fixes the date of 1935 as having been the year after he

bought this gun from Burke (R. 385) and the only

year in which he went dove hunting with Burke.

(R. 390.) O'Toole also distinctly remembers that 1935

was the only year in which the three hunted together.

(R. 362.)

The defendants' contention is that the effect of the

above evidence depends largely on credibility of wit-

nesses, and due regard must be given to the opportu-

nity of the trial Court to judge the credibility of the

witnesses.

The second defense sustained by the lower Court,

as to count 1, was the anticipation of the patent in

suit by prior patents, five of which were not file

wrapper references. The testimony and demonstra-

tions by defendant Galloway, who qualified as a me-

chanical expert, stands unrebutted to the effect that

each of these patents disclosed offset portions on

hammers or firearms which may be engaged by the

thumb in the same manner as claimed in the patent

in suit. (R. 287-298.) In the light of such evidence

the trial Court was not in error in finding the patent

in suit anticipated by said prior patents.

Count 2, invalidity of the trademark registration.

The fact situation defendant relied on as to count 2

is that this trademark registration was obtained under

the Trade Mark Act of 1905, and the requirement for



such registration was that the trademark indicate

the origin or ownership of a vendable article. King

never sold offset hammers as such, but in each in-

stance welded an offset lug on the gun owner's ham-

mer and after performing that service returned the

same hammer and gun to its owner. The ownership

or origin of such hammer never resided in King. (R.

148, 149, 168, 169.)

The Court's holding that the registration was in-

valid under the Trade Mark Act of 1905 was rendered

upon argument of the above ground.

Count 4 based on alleged "disloyalty" of servants to the master

because of their going into business for themselves.

The evidence pertaining to this count has absolutely

no bearing on any of the other counts or vice versa.

Neither plaintiff corporation nor Williams had

ever employed these defendants. All the individual

defendants were employed by a predecessor three

times removed from plaintiff. This entire count is

basically founded on the alleged disloyalty of only

two of the individual defendants, namely McKenna
and Goudy. These two defendants served notice of

"quitting" on Richardson and Mrs. King (said re-

mote predecessor of plaintiff) about January 1947 (R.

120, 238), because of non-payment of promised bonus.

(R. 134-138.) In March 1947 defendants McKenna
and Goudy gave another notice, a two weeks notice,

fixing the date of their quitting as of April 4, 1947.

(R. 134.) During said first notice period, namely for



two months, from February 8, 1947 to April 2, 1947

(Exhibit 31), McKenna and Goudy, outside of their

work hours, put up a partition in a gunshop (R. 79)

for experimental work on a ''new short action". (R.

79, 248.) During said two months McKenna and

Goudy advertised said short action (R. 82) took in

eleven orders, namely 8 short action jobs (3 doubles),

5 sight repairs, and a commission on the sale of

one gun, aggregating total gross receipts of $183.59.

(Exhibit 31.) McKenna hired a salesman, Gibson,

who solicited on a commission basis "at the shoots '\

McKenna and Goudy never used their own names in

this business, but only the name of Micro Sight Com-

pany.

Defendant Galloway, a gunsmith, also served notice

on Richardson and Mrs. King, and during the notice

period he performed some mechanical jobs for Mc-

Kenna and Goudy, outside of his working hours, (R.

248) for which he received from McKenna and Goudy

the total amount of $31.50. (Exhibit 31.)

Defendants Thannisch and Padel did not know

about the activities of McKenna and Goudy during

their employment until about two days before actual

quitting of said employment. (R. 252, 253.)

After quitting said employment on April 4, 1947,

upon the invitation of McKenna and Goudy the in-

dividual defendants met and agreed to form a cor-

poration. The defendant corporation was formed on

April 24, 1947 (R. 148), and thereafter said defend-
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ant corporation advertised and solicited its business

in the usual way as did all other competitors of plain-

tiff. (R. 260, 261, 266.)

Thereafter Richardson also quit as a partner of

Mrs. King (R. 142, 163), and one Smith became

manager. (R. 163). Then Williams bought the busi-

ness from Mrs. King and Mrs. Baum on March 24,

1948, almost a year after defendant corporation com-

menced operations. (R. 54.) Finally, plaintiff cor-

poration was formed on April 28, 1948, more than

one year after defendant corporation commenced op-

erations.

The outstanding fact is that none of the individual

defendants was ever employed by plaintiff corpora-

tion or by Williams and owed no loyalty to plaintiff.

None of the defendants took any trade secrets from

said predecessor of plaintiff. (R. 128.) In fact plain-

tiff so stipulated several times during the trial. (R.

128, 218, 276.) The names and habits of customers

known to McKenna when he quit, were known to him

before he was employed by plaintiff's predecessor, be-

cause they were McKenna 's customers in his previous

employment with Pacific Gun Sight Company. (R.

118, 119.)

Defendants' contention is that the effect of the

above evidence also depends largely on the credibility

of witnesses, and due regard must be given to the

opportunity of the trial Court to judge the credibility

of the witnesses.
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LEGAL ISSUES.

Under this heading at pages 20 to 24 of its brief

plaintiff poses certain questions. It cannot be said

that they fairly state the real issues in this case.

Issues raised under count 1.

The real issue is not, as framed at pages 22 and 23

of plaintiff's brief whether a District Court may
properly declare invalid a United States patent on

oral testimony alone, but the real issue is: Is it an

error for the trial Court to believe beyond a reason-

able doubt the oral testimony of two witnesses about

a prior reduction to practice of an invention, sup-

ported by a physical exhibit of the actual prior device,

and by documents relative to dates of events which

aid in recollecting the exact date of said prior use?

Paragraph 5 on page 23 of plaintiff's brief is a

good illustration of ''setting up a straw man" as a

legal issue. Of course the trial Court would have

been in error if it were "demonstrably evident that

none of the prior structures are similar", but the

Court held after demonstrations at the trial that the

prior art structures are similar. Hence the real issue

is Avhether the evidence demonstrates that the prior

patents show a hammer with an offset portion which

could be engaged by the thumb in the same manner

as the offset lug in the patent in suit.

Issues raised under count 2. (Trademark registration.)

The issues raised at page 24 of plaintiff's brief are

based on technical interpretation of the language of



10

findings which the Court adopted from proposed find-

ings submitted by both parties. The findings may
not be clear in this respect but plaintiff well knows

that the real issue is based on the record and was

raised (R. 168, 169) and argued on the basis that

the trademark was not registerable under the Trade

Mark Act of 1905 because the trademark was not

used by King to indicate the origin and ownership

of the article to which it was attached.

In other words, the real question is whether or not

a trademark used on articles in which the trademark

user never had any otvnersMp was registerable under

the provisions of the Trade Mark Act of 1905.

Under this issue, the testimony shows that plain-

tiff's predecessor did not make up hammers of its

own for sale, but in each instance after putting an

offset lug on the customer's hammer, the same was

returned to the customer. Hence this issue involves

purely a question of law.

Issues raised under count 4. (Disloyalty of servants.)

The issues posed by plaintiff under this heading

on pages 21 and 22 of plaintiff's brief, again assume

facts not supported by the record. The questions

ought to be divided according to the particular part

played by each defendant in the accused transactions,

and also as to their relation to this plaintiff.

(1) Should the corporate defendant be prohibited

from competing with plaintiff especially where plain-

tiff allegedly acquired its business with full knowledge
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that the defendant corporation, formed by the indi-

vidual defendants, has been already engaged in said

competing business for more than a year prior to the

existence of plaintiff corporation, and where plaintiff

was never an employer of the defendants, and hence

the defendants owe no loyalty to plaintiff?

(2) The actions of McKenna and Goudy during

about two months notice period did not affect the

business of plaintiff's remote predecessor in any

illegal way.

(3) Had defendant Galloway the right to earn

$31.50 outside of his working hours by doing a few

simple mechanical jobs for McKenna and Goudy

during said two months?

(4) Did defendants Thannisch and Padel together

with the other defendants have the right to organize

into a competing business after termination of their

employment with said remote predecessors of plain-

tiff?

(5) Is there sufficient evidence to show that any

of these defendants utilized confidential information

to get customers away from their erstwhile employer,

the remote predecessor of plaintiff?

The so-called issues posed by plaintiff under count

4, appear even more strained in the light of the fre-

quent protestations and stipulations on behalf of

plaintiff during the trial that plaintiff is not relying

on trade secrets. (R. 128, 218, 275.)
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Defendants' contentions in addition to the issues raised by plain-

tiff.

There are broader and more basic issues on the

basis of which the judgment of the lower Court in

favor of defendants may be af&rmed apart from the

merits of the controversy.

(a) Defendants contend that plaintiff owned no

title to the subject matters of counts 1, 2 and 4 of

the amended complaint at the time of the commence-

ment of the action.

Plaintiff endeavored to prove such title by a

''Declaration and Assignment" (Exhibit 16) executed

by Williams on February 28, 1950, and by the ''decla-

ration" of Richardson (Exhibit 14) executed on

March 1, 1950, which plaintiff termed "quitclaims".

This suit commenced on March 7, 1949. While the

above "declarations" refer to prior assignments and

purport to be retroactive, the fact is that no such

prior assignments are of record and therefore these

"declarations" take effect as assignments only as of

their respective dates of execution about a year subse-

quent to the commencement of this action.

(b) With respect to count 4, the District Court

has no jurisdiction under U.S. Code, Title 28, Section

1338 (b) because this count is not related to or based

upon any of the evidence of the patent or trademark

infringement issues.

(c) With respect to count 4, the District Court

had no jurisdiction under the Lanham Act, U.S. Code,

Title 15, Section 1121, because no trademark or trade
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name is involved in this count, and because this count

arises solely from master and servant relationship

and is outside the scope of unfair competition as in-

tended in the Lanham Act.

ARGUMENT.

COUNT 1—THE PATENT.

Credibility of Diefendorf and 'Toole.

The testimony of Diefendorf and O 'Toole is sum-

marized on pages 3-5 of this brief.

The objection raised to this testimony by plaintiff

is based upon the assertion by plaintiff that in order

to prove such prior knowledge and invention beyond

a reasonable doubt, it is essential, as a matter of law,

to produce contemporaneous writing or paper or

documents directly pertaining to the prior device and

that documents like a death certificate or a duck

stamp, are not sufficient to corroborate such a date.

Furthermore, plaintiff asserts that, as a matter of

law, oral testimony in itself is not sufficient to prove

the date of such prior device.

In general it must be kept in mind that the neces-

sity for documentary evidence in connection with the

proof of prior invention or use is demanded primarily

to avoid doubt as to the natttre and construction of

the anticipating device. In the instant case the device

is very simple and there is no doubt as to the actual

nature of the device. In fact the testimony of the

witnesses herein is corroborated by the hammer on
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the actual gun (Defendants' Exhibit "X"), which

eliminates any necessity for any documentary evi-

dence to prove the nature of the offset hammer made

in 1935. The date is corroborated by a document,

namely the death certificate of Diefendorf's mother-

in-law which would prevent any mistake as to the

actual date, especially when considered with the other

circumstances.

In the case of United Kingdom Optical Co. v. Am.

Optical Co., 68 F. (2d) 637, 639, CCA. 1 (1934), the

rule was stated as follows:

''But it is argued that the evidence of prior

use did not meet the standard required by Emer-
son & Norris Co. v. Simpson, 202 Fed. 747, 750,

CCA. 1, in that there were no 'concrete, visible,

contemporaneous proofs (of anticipation) which

speak for themselves'; and that 'something more
than oral testimony, even of the highest charac-

ter, is required where there has been a consider-

able lapse of time.' This rule is basically sound;

but it ought not to be taken too literally, nor

pressed beyond reason, nor made into an artificial

convention standing in the way of obvious truth.

In the extreme form in which it was stated by
Judge Putnam, it has never been fully approved

by the Supreme Court."

In the case of Rokap Corp. v. Lamm, 10 F. Supp.

219, 224, D.C, D. Md. (1935), aff'd 85 F. (2d) 873,

CCA. 4 (1936), it was held that:

"It is recognized that a defense of this charac-

ter to prevail must be supported by clear and

satisfactory proof (citing cases), but my conclu-
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sion on the facts is that the proof in this case

meets the test. The Avitnesses are obviously inter-

ested in the result to varying degrees; but they

are uncontradicted and not otherwise impeached

and the relatively small license fee demanded by
the plaintiff would not seem under the circum-

stances to constitute such a measure of interest

as to justify rejection of the defendant's testi-

mony. Furthermore, the nature of the subject

matter, in view of the well shown prior art, is

not such as to suggest in any way the improba-

bility of the defendant's prior use.

"It was at one time held in the First Circuit

(Emerson & Norris Co. v. Simpson Bros. Corp.,

202 Fed. 747, 750) that to support the defense

of prior use 'something more than oral testimony,

even of the highest character, is required, where

there has been a considerable lapse of time'; but

this rigid rule seems to have gone beyond the

requirement in such cases as expressed by the

Supreme Court, and was modified in a recent

opinion in that Circuit. United Kingdom Optical

Co. V. American Optical Co., 68 F. (2d) 637, 639

(CCA. 1). In other Circuits including this, all

that is required is that the proof must be clear

and satisfactory, and that each case must be de-

cided upon its own facts."

In Rown v. Brake Testing Equipment Company

(CCA. 9), 38 Fed. (2d) 220, 224, the Court stated:

*'To reject such testimony taken as a whole,

or to decline to believe it, would in effect, be to

nullify the provision of the statute, by exacting

an impossible standard of evidence. The testi-

mony is not contradicted, is not inherently im-
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probable, and would, we think, be accepted as

satisfactory and convincing, if not wholly conclu-

sive, in any other kind of case, criminal or civil."

Waterloo Eegister Company v. Atherton, 38 F.

(2d) 75 (CCA. 9), is also in point:

''The rule is well settled, of course, that a de-

fense of this kind must be proved with certainty

and beyond reasonable doubt; but whether the

proof measures up to that requirement, or not,

is ordinarily for the trial court to determine. An
appellate court cannot interfere, unless it can be

said as a matter of law that the testimony is

legally insufficient to establish the defense with

the requisite degree of certainty."

"The prior public use in this case was testified

to by four witnesses, three of whom were without

interest in the result. Three of the witnesses fixed

the date of the prior use by reference to dates

contained in deeds to which they were parties,

and the fourth was certain as to the date, but

was unable to fix it by reference to any writing"
* * * "Under such facts, it is not at all surpris-

ing that the court below reached the conclusion

embodied in its decree."

In Becker v. Electric Service, 98 Fed. (2d) 366

(CCA. 7), the rule was discussed as follows:

"We do not think it can be held as a matter

of law that oral testimony is insufficient. True
such testimony may be regarded with suspicion

and must be subjected to close scrutiny. The rea-

son therefore is obvious, but this does not mean
that such testimony is insufficient under any and
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all circumstances. After all the trial court which
saw and heard witnesses is in a better position

to determine their credibility and weight to be

attached to testimony than a reviewing court.''

We submit that there is no reason to doubt the

testimony of Diefendorf and 'Toole as establishing

the date in 1935. We respectfully urge that the testi-

mony of Diefendorf and 'Toole, both disinterested

witnesses, as corroborated by the revolver and the

death certificate and the other above mentioned cir-

cumstances, satisfies the rule pertaining to the degree

of proof necessary to negative the novelty of the

patent in suit.

The trial Court who saw and heard these witnesses

determined their credibility and the weight to be at-

tached to their testimony.

The prior art patents are similar, pertinent, and anticipate the

patent in suit.

Before comparing these prior patents with the pat-

ent in suit, attention must be called to misleading

assertions in plaintiff's argument. On page 62, lines

13 to 17 of its brief plaintiff argues that these prior

patents are not relevant because the King patent in

suit "relates solely and exclusively to a revolver

hammer as distinguished from a firearm hammer for

semi-automatic pistols or rifles." Then plaintiff pro-

ceeds with its argument on the above premise. This

premise is rebutted by the King patent itself. The

first two lines of this patent read: ''This invention

relates to hammers for firearms, and particularly
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to pistol and revolver hammers." Furthermore both

of the claims of the King patent begin :

'

' In combina-

tion with a pistol having a frame * * * " Consequently

prior art patents on all firearms and pistols are rel-

evant and pertinent.

At page 63, lines 24 and 25 of its brief plaintiff

emphasizes a lug of a certain "shape and propor-

tions." There is not a single reference in the King

patent to the ''shape and proportions" of the "lug".

The defendants admit the wisdom of the rules

quoted in the various decisions cited by plaintiff

at pages 64 and 65 of its brief, but those rules are

not applicable here because in this instance it was

demonstrated to the trial Court that prior art firearms

had thereon a lug extending laterally from the thumb

piece and forming an extension thereof beyond the

plane of the body of the hammer, and such lug could

be engaged the same way as the lug in the King

patent in suit. This was proven by the unrebutted

testimony and demonstrations by Gallow^ay. (R. 292,

295, 296, 297, 298.)

Thus in this case the presumption of validity from

the grant of the King patent is overcome by clear

evidence of anticipation in the prior art which was

not cited or considered by the patent office when

the application for the patent in suit was passed on.

Mettler v. Peabody Engineering Corporation, 11 Fed.

(2d) 56, at 58 (CCA. 9).

In Tashjian v. Forderer Cornice Works, 14 F. (2d)

414, 415, CCA. 9 (1926), it was held:
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^'To the argument that but one or two of the

prior patents ever went into actual use in any
structure built in concordance therewith, and that

they are but paper patents, it is to be said that

the question here is not that of the adaptability

of a machine to operate successfully. It is the

question whether or not the structures described

in the prior art are such that they could be used

in the precise manner in which the appellant's

structure is used. Even in the case of machines,

it is held that the fact that no commercial use

has been made of a patented device does not

affect its weight as anticipatory of a later patent,

so far as concerns the inventive ideas it discloses.

General Electric Co. v. Philadelphia Electric &
M. Co. (D. C), 226 Fed. 488, aff'd in 232 Fed.

722, 146 CCA. 648. ^It is well settled that mere
paper patents may negative otherwise patentable

novelty, provided they sufficiently disclose the

principles of the alleged invention, or provided

the alleged objections can be obviated by mere
mechanical skill.' 30 Cyc. 836, citing Pickering v.

McCullough, 104 U.S. 310, 319, 26 L.Ed. 749.''

Each of the prior patents relied on clearly show the

lateral extension or lug claimed in the patent in suit,

hence the trial Court's judgment declaring the patent

in suit invalid on this ground should be also sus-

tained.

COUNT 2—TRADEMARK REGISTRATION.

The contention of invalidity of this registration is

based upon the unanimous testimony of plaintiff's
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own witnesses as well as of defendant's witnesses,

that these so-called "cockeyed" hammers are not made

up in stock for sale, but in each instance the hammer

on the customer's gun is altered by welding a lug

on it and the same hammer is returned to the owner.

In other words the hammer at all times belonged

to the customer and King never had any ownership

in any of these hammers. It was defendants' impres-

sion that this phase of the fact situation was not

disputed by plaintiff.

Defendants' contention is that the registration is

void because the trademark was not used to indicate

ownership of a vendable commodity of the kind to

which a technical trademark could attach under the

Trade Mark Act of 1905. This has nothing to do with

''secondary meaning." It is simply that the Trade

Mark Act of 1905 under which this registration was

obtained, did not permit the registration of service

marks.

In this connection defendants rely on the following

cases

:

In the case of In re Gregg & Son, 24 Fed. (2d) 898,

the trademark was used by the appellant there on

labels attached to the goods, that have been cleaned

or renovated, when the same were returned to ow^ners.

The Court held:

"To entitle an applicant to the registration of

a trade-mark, it must appear that the mark has

been used on an article of commerce, and that

it has been used in commerce. The mark must
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likewise possess a distinctive identifying charac-

teristic of the article to which it is affixed, and
must be used to indicate the origin or ownership

of the article to which it is attached."

"It will be observed that the appellant falls

far short of meeting the requirements that would
entitle it to the registration of its mark. The
mark is not attached to vendible articles, nor

does appellant occupy such a relation to the

goods to which the mark is attached as to entitle

it to sell or dispose of the same. It is neither

the owner of the goods nor an agent authorized

to sell or dispose of them."

In the case of In re Toledo Porcelain Enamel Prod-

ucts Co., 58 F. (2d) 423, the application for trade

mark registration was rejected because applicant did

not sell the goods, porcelain finish, separately, but

alleged that it applied the finish to various articles,

some of which it manufactured, some purchased out-

right, and still others it merely enameled with its

finish for the owners of the articles.

The Court held:

"It shall be noted from the affidavit, and from
the application filed in the Patent Office, that

some merchandise to which applicant applies its

trade mark is owned by others. In this instance,

if the applicant sells anything, it sells its finish

only. * * * But the use to which applicant puts

its trade mark covers some articles which it nei-

ther owns nor sells. To that extent it has not

made and is not making a trade mark use of the

mark. The function of a trade mark is to indicate

origin or ownership."
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The applicant was held not entitled to registration.

Defendants do not claim the right to use the word

''Cockeyed", have not used it in the past and do not

intend to use it in the future. Plaintiff sought only

nominal damages and injunction on this count, but as

a matter of law, the count fails because the Trade

Mark registration is invalid.

COUNT 4—ALLEGED DISLOYALTY OF SERVANTS TO MASTER.

The bulk of plaintiff's brief (pages 24 to 54) is

occupied by a desperate attempt to impeach the de-

fendants' credibility. The same attempt was made

by plaintiff before the trial Court without success

because the trial Court had the opportunity of ob-

serving the demeanor and oral testimony of the wit-

nesses.

It would appear from plaintiff's argument that

plaintiff concedes (a) that there was no written list

of customers taken by any of these defendants from

the original King partnership, in fact that there was

no list of customers in existence; (b) that the pro-

spective customers who attend shoots or read sports-

man magazines are equally available to the salesman

or advertisements of all gunsmith firms and are not

secret or confidential property of any firm; (c) that

defendant McKenna was the only defendant employed

as salesman by the remote predecessors of plaintiff;

that McKenna was employed for soliciting the same

trade for a competitor, the Pacific Gunsight Com-
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pany, prior to his employment by said predecessor

of plaintiif; that defendant McKenna has not been

with the defendant corporation since September 1949

(R. 76) and has a job at present to visit the same

shoots to solicit the same customers for the Colt

Manufacturing Company.

Consequently if plaintiff's contention is held equi-

table, then an injunction against defendant McKenna
would deprive him of all possibility to pursue the

occupation he pursued long prior to his employment

by plaintiff's remote predecessor.

If plaintiff's further contention that McKenna 's

activities during his notice period (from February 8,

1947 to April 2, 1947) so tainted the other defendants

as to justify an injunction to prevent them from

advertising in sports magazines and soliciting at the

shoots is sustained, that would bar all defendants

forever from engaging in any business competing with

plaintiff, because that is the only solicitation available

at present to any and all gunsmith firms.

Plaintiff argues on the premise of some secret or

confidential information about customers, but it does

not point to any portion of the record which would

sustain any such argument.

The trial Court held that the evidence was 'insuf-

ficient to sustain a finding that plaintiff's former cus-

tomers were induced to do business with defendants

through the 1 alter 's use of secret information obtained

by the individual defendants while employed by plain-

tiff's said predecessors." (R. 402.)
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Plaintiff's reasoning on the authorities can be

divided as follows:

(a) On pages 26 and 27 of its brief plaintiff

relies on the California code sections and authorities

on the relation of principal and agent. In each cited

case the agent acted in his capacity as agent and

was held accountable for illicit profits earned in that

capacity only.

In Palo Alto Mutual Building S Loan Association

V. First National Bank of Palo Alto, 33 Cal. App.

214, ''directors and officers" of the corporation were

held liable for the conversion of a corporate check

to their own use. In Graves v. Mono Lake H. Mining

Co., 81 Cal. 303, the directors and officers of the cor-

poration voted compensation to themselves in viola-

tion of the by-laws and entered into fraudulent con-

tracts with and on behalf of the corporation. In

Pacific Vinegar <h Pickle Works v. Smith, 145 Cal.

352, the president of a corporation entered into a

contract between himself as representative of the

corporation and as an individual, fraudulently to the

corporation. In IJ. S. v. Carter, 217 U.S. 286, 307,

an army captain was held to account for illicit gains

from a Government contract.

It is self-evident that neither McKenna nor any of

the other defendants is charged with pocketing gains

obtained through acts committed in their capacity

as agents or representatives of plaintiff's said pred-

ecessor. The accused acts of McKenna and Goudv

'
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were outside of their workinp^ hours and outside of

the scope of their employment.

(b) The next theory of plaintiff on pages 29 and

30 of its brief is based on the California Labor Code.

The case of Sumner v. Nevin, 4 Cal. App. 347, relied

on by plaintiff clearly distinguishes the relationship

from the "agency" authorities of plaintiff's holding:

''The contract of employment between plaintiff

and defendant was a personal one, and by its

terms the relation of master and servant arose,

under the definition of Section 2009, Civil Code,

rather than that of principal and agent, as de-

fined by Section 2295, Civil Code."

Thus plaintiff demonstrates by its own authority

that its first premise, namely, its alleged rights aris-

ing from the principal and agent relationship, is not

applicable to the fact situation of this case.

The instant case distinguishes from Sumner v.

Nevin, supra, in that in the cited case Nevin was

employed by a special contract in the real estate

business of Sumner "to devote his entire time and

attention to the interests and business of Sumner"

for a compensation of one half of the net commissions

received from all real estate deals. The Court there

ordered Nevin to pay over to Sumner one half of all

the commissions earned by Nevin from real estate

deals during the notice period. But it is significant

to note that even there the Court did not enjoin or

limit Nevin from doing further real estate business

and allowed Nevin to keep his commissions on all
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business done subsequent to the termination of his

employment.

In the instant case McKenna and the other individ-

uals had no such special contract but were salaried

employees with regular working hours and their time

and efforts outside of said working hours were their

own.

(c) On pages 30 to 31 and 39 to 49 of plaintiff's

brief plaintiff again shifts its theory from alleged

disloyalty to trade secrets and trade lists. During the

trial whenever defendants endeavored to adduce evi-

dence to prove that no trade secrets, or confidential

trade list existed or were taken or violated by de-

fendants, plaintiff stipulated that plaintiff will not

rely on trade secrets or trade lists. Yet in the brief

plaintiff relies on the ''trade route" cases, in which

the names and addresses of customers are treated as

trade secrets. As heretofore stated, the evidence shows

that these defendants did not use any trade list, but

that they solicited the entire trade through the usual

established trade channels, namely, by advertising and

soliciting everybody at the "shoots". This is different

from the business of a scavenger, or a laundryman,

or a milkman or an iceman, or a retail salesman

traveling a retail customers' route, where the same

lists of customers are served repeatedly at regular

intervals with the same merchandise or service. These

"route" cases (all three groups on pages 45 to 49

of plaintiff's brief) were distinguished from fact sit-

uations similar to the fact situation of the case at



27

bar, as for instance in Continental Car-Na-Var Corp.

V. Moseley, 24 Cal. (2d) 104, at page 109

:

''This case is readily distinguishable from the

so-called 'route' cases, where the business of serv-

ing the customer is leased upon regular calls at

definite periods, establishing a business relation-

ship between the customer and the company,

which, unless interfered with, normally will con-

tinue. Here there is no showing that in the

normal course of events, plaintiff would have

continued to sell to any of its customers on the

list. In the 'route' cases the services rendered or

the products sold were essentially the same, and

the quality of the service rendered is similar. In

the case of a salesman in a commercial field, there

is no assurance of an order unless he can satisfy

the customer that his merchandise is better,

cheaper or more salable than that of his com-

petitor. The customer usually desires to examine,

inspect and compare merchandise and prices of-

fered to him. Each sale is a distinct transaction,

not necessarily implying that another will follow.

(Colonial Laundries Inc. v. Henry, 48 R.I. 332

(138 A. 47, 54 A.L.R. 343).)"

In the present case once a shooter bought a sight,

an offset hammer, target gun, etc., he w^as not ex-

pected to repeatedly buy the same items which he

already had. Therefore "each sale is a distinct trans-

action not necessarily implying that another will fol-

low". If, for instance, a customer needed a target

gun, and some sportshop or gunsmith advertised a

special sale on that item, such customer certainlj^

would be expected to take advantage of such bargain.



28

This is very different from a ''scavenger" soliciting

a given list of customers for repeated picking up of

garbage at regular intervals.

The constant repetition by plaintiff that these de-

fendants solicited "customers of King" may create

the erroneous impression that every shooter or dealer

in shooting materials was solely a "customer of

King". But that is far from the truth. The evidence

shows that there are many gunsmiths and firms in

competition with King, and all solicit at the shoots

and by advertising the same general trade. The cus-

tomers shift from one firm to another as they please

and are not exclusive customers of any particular

firm. These defendants solicited only the general trade

in the usual manner. Therefore all the "theories" of

plaintiff fail.

(d) The case of Boylston Coal Co. v. Rautenhush,

237 111. App. 550, is again different from the fact

situation of the instant case at bar. Plaintiff studi-

ously avoids, in its long analysis of this case (at pages

31 to 34 and 40 of its brief) any mention of the

determinative facts of that case, namely, that plaintiff

there had a carefully collected and indexed mail order

list of "agents of a peculiar character and quality,

and, necessarily a matter that required more confi-

dence than ordinary customers", and defendant sales

manager took that list as well as models of plaintiff's

correspondence and circulars, and defendant sent out

circulars, correspondence and price lists simulating

those of plaintiff so as to mislead the trade.
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Plaintiff's said predecessor in the case at bar had

no list at all, but solicited the same trade as all other

gunsmiths, and the evidence is clear that defendants

took nothing from plaintiff's predecessor.

(e) Plaintiff on pages 34 to 37 of its brief inter-

jects the theory of "conspiracy", and reasoning from

the assumption that the acts of McKenna and Goudy

constituted "conspiracy", plaintiff argues that the

other defendants in forming the corporation also

became part of the alleged original conspiracy.

But the first premise, namely, conspiracy by Mc-

Kenna and Goudy, was neither pleaded nor proved

and is merely assumed by plaintiff. Plaintiff evolves

this theory because obviously plaintiff is unable to

find any rule of law whereby Galloway, Thannisch,

Padel and the corporate defendant could be held

responsible for the acts of McKenna and Goudy prior

to the organization of the corx)oration.

That the organization of a competing business is

not a conspiracy is evident from the fact that all

the cases cited by plaintiff on this point refer to

various types of outright fraud and none to the

organization of competing business. The organization

of a competing business even before the actual termi-

nation of employment in itself is not conspiracy. It

was so held in Continental Car-Na-Var Corporation v.

MoseUy, 24 Cal. (2d) 104, 148 Pac. (2d) 9. This was

more fully stated in Fidelity Appraisal Co. v. Federal

Appraisal Co., 217 Cal. 307, 314, 18 Pac. (2d) 950,
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as follows (cited in Car-Na-Var Corporation v. Mose-

ley, supra)

:

"That the defendants were free to leave the

employ of plaintiff and engage in a similar busi-

ness there can be no doubt. For men to agree

and plan to enter business as associates, even

though they have a design to draw their pat-

ronage from many rivals, or all that a particular

rival may have, does not constitute them conspira-

tors. Practically every copartnership, corporation

or private individual which enter into business

does so with the intent of drawing all the business

it possibly can from all competitors. If it were

not so, there would be no such word as 'competi-

tion' in business. We think the word 'conspiracy'

used in the pleadings and findings is a misapplied

term, and that there is no question of conspiracy

in the case."

This rule and holding disposes effectively of the

line of cases mentioned on pages 34 to 37 of plain-

tiff's brief, which are not applicable. Hence, liability

of Padel, Galloway and Thannisch and of the corpo-

rate defendant cannot be predicated on any theory

of "conspiracy".

(f) Plaintiff's argument on the liability of the

corporate defendant, on pages 38 and 39 of plaintiff's

brief, is totally untenable. The cases on which plain-

tiff relies are clearly not applicable. In Stanford v.

M. Schwind Co., 180 Cal. 348, the liability was based

on the reorganization of a corporation under a new

name, and in Blank v. OJcovich Shoe Co., 20 C.A. (2d)

456, liability was predicated on change of name of a
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corporation and shifting the assets to defraud credi-

tors. The fact situations of these cases are very re-

mote from the facts of the case at bar where a bona

fide corporation was formed for a bona fide business,

and no fraud of any kind was perpetrated or proven.

There is no evidence of any ''condoning" of any

alleged prior misconduct of McKenna and Goudy. In

fact the corporation was such a different entity, that

McKenna and Groudy withdrew from the defendant

corporation long before this suit started and each

obtained other employment. Plaintiff's speculation

about the liability of this corporation for alleged dis-

loyalty of McKenna and Goudy is made out of "whole

cloth", without any factual basis for it in the record.

Summary of defendants' contentions on Count 4.

It must be conceded that the incorporators of Micro

Sight Company had a clear and undisputed right to

organize such corporation for the purpose of conduct-

ing business in competition with plaintiff. This is

the American way. Employees have the right to go

into business in competition with their previous em-

ployer. In the absence of a contract to the contrary,

the new business so organized can solicit the cus-

tomers of the previous employer. The only exceptions

to this are the so-called trade list and route cases.

Concededly no trade list existed in the King Gun
Sight business. Plaintiff at the trial expressly waived

any cause of action based on "trade secrets". The

customers in this trade are solicited publicly by all

gunsmith firms at the same places, namely shoots, and
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by advertisements in sport magazines, such as the

American Rifleman. A new firm has the right to

solicit in the conventional manner the same general

group of customers.

The fourth count and the theory of plaintiff is

based solely upon the acts of McKenna and Groudy,

prior to the formation of the corporate defendant,

and during their period of notice to their employer.

Even, if for the purpose of argument only, this is

treated as solicitation of the employer's business, such

was within their right and neither they nor the cor-

porate defendant are actionable or liable.

We refer again to the case of Continental Car-Na-

Var Corporation v. Moseley, 24 Cal. (2d) 104, 148 Pac.

(2d) 9, in which case Moseley, a district sales man-

ager of the corporate plaintiff there, during his em-

ployment mailed a form letter to a large number of

plaintiff's customers, advising them that Moseley was

leaving plaintiff's employ and would in the future be

sales manager for defendant corporation, thanking

them for past patronage and assuring them of ''the

same conscientious treatment and careful attention"

to their future needs. The new corporation was

formed by Moseley, Franzus and Gerson—Stewart

Corporation, also prior to the time of Moseley 's leav-

ing of plaintiff's employ. Thereafter Moseley and

the new corporation solicited "a large number of

plaintiff's customers" and sold to many of them mer-

chandise "the purposes of which products were the

same as those of the products manufactured and sold

by plaintiff in the territory".
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In that case, as in the case at bar here, no trade

secrets were proven, nor was there, as there is not

here, a secret trade list. The plaintiff there, as the

plaintiff in the case at bar, was in open competition

with other manufacturers in the same area for a

number of years. In fact in the instant case Mc-

Kenna was previously employed for about ten years

by Pacific Gun Sight Company, a local competitor.

''For this reason the list of customers could not be

said to be a trade secret or to constitute confidential

information." (p. 109.)

There as here the names and addresses of persons,

firms and corporations using the type of products

sold by plaintiff are commonly known to the trade,

and they are called upon by salesmen for various

companies. The Court there stated the general rule

as follows

:

"Every individual possesses as a form of prop-

erty, the right to pursue any calling, business or

profession he may choose. A former employee

has the right to engage in a competitive business

for himself and to enter into competition with his

former employer, even for the business of those

who had formerly been the customers of his

former employer, provided such competition is

fairly and legally conducted."

Continental Car-Na-Var Corp. v. Moseley,

supra at p. 110.

Certainly the defendants here, and even McKenna

and Goudy, did much less than the defendants in the

Continental Car-Na-Var corporation case. Here the
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defendants did not incorporate Micro Sight Company

until after they left plaintiff's employ. McKenna

and Goudy did not circularize or solicit personally

the customers of plaintiff. Gibson solicited for them

11 orders at the ''shoots". The names of the individ-

ual defendants were not used in their pamphlets and

advertisements even after the corporation was formed.

Therefore, the "route" cases relied on by plaintiff

do not apply, and the line of cases represented by

Continental Car-Na-Var Corporation v. Moseley ap-

plies with still greater force.

Plaintiff's insinuations that the individual defend-

ants here conspired to injure and destroy plaintiff's

business is also made out of "whole cloth" without

any basis on the evidence or the record. The plan

to form Micro Sight Company, the corporate defend-

ant, was formulated after a long notice to leave plain-

tiff's employ, and even after they left said employ-

ment. The testimony shows several meetings of de-

fendants after April 4, 1947, to decide upon the form-

ing of this new corporation.

There is no evidence that these individual defend-

ants or this corporation had any other purpose, but to

conduct a legitimate business. The applicable rule

is stated in Continental Car-Na-Var Corporation v.

Moseley, supra, at page 112.

Plaintiff conceded that the defendants here were

not in possession of secret information not readily

accessible to others. In view of the entire fact situa-

tion in the case at bar and under the rules of the
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above case, the trial Court was not in error in render-

ing judgment in favor of defendants and against

plaintiff.

PLAINTIFF HAS NO TITLE TO THE CAUSES
OF ACTION HEREIN.

Although defendants are confident that the judg-

ment of the trial Court should be sustained on the

merit on all counts, yet it behooves the defendants

to submit at this time the contention that plaintiff

had no title to the causes of action on Counts 1, 2 and

4 at the time of the commencement of the action.

It must be kept in mind that an assignment of a

patent and similarly of a trademark is not of itself

a transfer of the causes of action for past infringe-

ment prior to the date of the assignment.

"The assignment of a patent, without more,

does not transfer to the assignees a right of action

for past infringement."

Also:

"Mere intention, however, not signified in the

assignment, to include therein claims for infringe-

ments previously committed, will not suffice to

invest the assignee with any title to those claims."

Corpus Juris Secundum 69, pages 755 and 756,

Section 237(f).

More V. Marsh, 14, U.S. 515 illustrates the rule that

cause of action for infringement must exist in the

plaintiff at the time of the commencement of action.
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liams to the corporation (Exhibit 16) executed on

February 28, 1950, just before the first trial, and

subsequent to the commencement of the action. In

this declaration and assignment Williams alleges the

assignment of some causes of action. Williams, how-

ever, was unable to corroborate this by his own testi-

mony and was unable to remember any such transfer

of the items of the assignments on June 30, 1948,

either orally or in writing.

Even if weight is given to this self-serving decla-

ration of Williams, it must be conceded that Williams

could not assign to the Corporation any more than

he obtained from Mrs. King and Mrs. Baum. Exhibit

15, the agreement of sale to Mrs. King and Mrs.

Baum, is very specific as to the items which they

agreed to sell to Williams and it does not include

any prior causes of action. In paragraphs 3 and 4

there is express exception made of pending causes

and of the suit of the individual defendants herein

against the King Gun Sight Company, the partner-

ship, and the sellers, Mrs. King and Mrs. Baum,

agreed to save Mr. Williams free and harmless from

the judgment in that suit.

Paragraph 7 of Exhibit 15 provides:

'*No stipulation agreement or understanding

of the parties hereto shall be valid or enforceable

unless contained in this agreement."

It would be inconsistent with said agreement of

sale to imply that Mrs. King and Mrs. Baum intended

to assign any prior cause of action, especially in view
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of the rule as stated in the above cases, that such

assignment must be specific and in writing. The fact

is that the actual l)ill of sale (Defendants' Exhibit

W) merely recites a physical inventory and lists of

patents and trademarks, and no more.

The chain of title in general is defective and it

would be impossible to determine as to who had title

to what. Exhibit 13, the decree of final distribution

to Mrs. King, merely distributes ''all of the interest

of the decedent in the King Grun Sight Co., a copart-

nership, doing business in San Francisco." There

are no patents or trademarks listed in this decree of

distribution. There is no recitation as to who were

the partners in the copartnership. At any rate Mrs.

King thus became only one of the partners. The part-

nership was dissolved by operation of law by the

death of Mr. King. There is no evidence of the for-

mation of a new partnership.

The declaration of Richardson, Exhibit 14, which

was executed on March 1, 1950, just prior to the first

trial, refers to a previous assignment, which latter,

however, was never produced or explained. Richard-

son in his extrajudicial declaration alleges that he

assigned his interest in the partnership, whatever it

may have been, to Mrs. King and Mrs. Baum. That

assignment and declaration does not refer to any

causes of action against the defendants herein prior

to that day of March 1, 1950.

Mrs. King executed an outright assignment of pat-

ents and trademarks directly to the corporation subse-
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quently to her sale of the business to Mr. Williams

(Exhibits U, V), but even those papers do not include

any reference to any causes of action for past in-

fringements of the patents or trademarks or for any

cause of action for past unfair competition.

In other words, the sole evidence on which plaintiff

relies in this case is the testimony of Greer that, as

he opened the new books for the various entities, he

entered the patent and the trademark' as assets of

the respective successive companies. He did not tes-

tify by what authority or by what assignment or

transfer this bookkeeping transaction took place.

In addition to the above authorities as to assign-

ment after the commencement of the action, we call

attention to the general rule that issuable facts in a

contested case cannot be proven by ex parte declara-

tions.

On the construction of Rule 43 (a) of the Rules of

Federal Procedure, Federal Practice and Procedure,

Rules Edition hy Barron and Holtzoff, states in Vol-

ume 2, page 677:

^'Rule 43 (a) provides that the testimony of

witnesses shall be taken orally in open court . . .

Without reference to this rule the Supreme Court

has indicated an aversion to final judgments

based on affidavits in a suit for a declaratory

judgment even though there was no substantial

question of fact as to which oral testimony might

improve on the factual showing. A majority of

the court stressed the desirability of a complete
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exploration of the facts by the testimony of wit-

nesses rather than by ex parte affidavits."

See also 2 Corpus Juris Secundum p. 985 et seq.

The U. S. Courts consistently observed this rule.

In Stephens v. Howell Sales Co., 16 Fed. (2d) 805,

mere ex parte affidavits were held inadmissible in

evidence. In VonJierherg v. City of Seattle, 20 Fed.

(2d) 247, it was stated that the Court may not deter-

mine issuable facts on ex parte affidavits. In National

Labor Relations Board v. Rath Packing Co., 123 Fed.

(2d) 684, the Court held that issues of fact affecting

substantial rights should not be decided on affidavits.

In U. S. Fidelity d Guarantee Co. v. Commercial

Nat. Bank of Brady, Texas, 55 Fed. (2d) 564 at p.

566, the Court stated:

"Each of these affidavits was admitted over

the objection of the defendant that they were ex

parte statements, that they were self-serving in

the interest of plaintiff; that the defendant had
no opportunity to cross examine the maker of

the statement, he not being tendered as a wit-

ness. In this the court erred."

In Automobile Sales Co. v. Bowles, 58 Fed. Suppl.

469, the Court stated:

''The introduction of an accusing affidavit to

form the basis of proof of the truth of its con-

tents, without the right afforded to cross-examine

the person purportedly making it, violates every

known rule of evidence except in ex parte pro-

ceedings."
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In McClure v. JJ. S., 48 Fed. Suppl. 531, the Court

stated

:

''It was an ex parte affidavit made without

opportunity for cross-examination. It is elemen-

tary that such document rarely, if ever, is ad-

missible to prove the facts therein stated."

Both the State and Federal precedents, therefore,

concur in excluding ex parte affidavits. Title to the

patent, trademark, and causes of action allegedly as-

signed to plaintiff, is issuable fact, and no final

adjudication thereof could be based on the Richard-

son and Williams affidavits or declarations.

In view of the above, defendants assert that the

plaintiff had no title to any of the causes of action

in counts 1, 2 and 4 in this case. If the Court con-

siders sufficient to transfer the patent and trademark

by the mere entering of the patent and trademark

on the books as assets of the respective successive

units, even then there is not an iota of evidence of

any assignment or transfer of the causes of action

for the past infringement under the first and second

counts, and certainly not the cause of action for al-

leged disloyalty in the fourth count.

We must submit that plaintiff had no title to the

causes of action herein at the time of the filiUg of

the complaint, and hence the judgment for defend-

ants should be affirmed on this ground also.
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THE DISTRICT COURT HAD NO JURISDICTION
OF THE FOURTH COUNT.

The fourth count is a separate and independent

cause of action based upon the alleged disloyalty of

McKenna and Goudy in taking steps to establish

their own business during the last three months of

their employment by the original partnership, King

Gun Sight Company, after they have already notified

the said partnership that unless their share of the

profits will be paid as promised they will quit the

employment. About two weeks prior to quitting the

emplojrment, McKenna and Goudy set a definite date

of the termination of their employment. About two

days prior to that quitting day McKenna and Goudy

invited defendants Padel and Thannisch to join with

them in the business enterprise. Subsequent to the

termination of their employment Padel and Than-

nisch and McKenna and Goudy decided upon the

incorporation of Micro Sight Company, the corporate

defendant herein.

The trademark "Cockeyed" was not used by Mc-

Kenna and Goudy, in fact, according to the evidence,

the first hammer was made by them on April 7, 1947,

three days after their quitting of their employment.

According to Mr. Thompson, plaintiff's witness, it

takes about two hours to put a lug on a hammer.

Therefore, there is no evidence that during the period

on which plaintiff relies in this count, there was any

infringement of trademark or patent or any misrep-

resentation or unfair competition of any kind.
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The testimony of McKenna and Goudy and Greer

introduced by plaintiff in an attempt to establish the

fourth cause of action, is entirely immaterial and

irrelevant to the patent and trademark infringements

claimed in the first and second counts herein. There

is no overlapping of evidence at all and therefore

the fourth count herein is not a claim upon unfair

competition "joined with a substantial and related

claim under the copyright, patent or trademark

laws". Hence Title 28 U. S. Code, Section 1338 (b)

would not permit the joining of the fourth count

with the other causes of action and would not give

original jurisdiction to the District Court. This con-

tention is based upon the reviser's notes on said sec-

tion which expressly states:

"While this is the rule on the Federal de-

cisions, this section would enact it as statutory

authority. The problem is discussed at length in

Hurn V. Ousler (1933, 53 S. Ct. 586, 289 U.S. 238,

77 L. Ed. 1140) and in Musher Foundation v.

Alba Trading Co. (CCA. 1942, 127 F. (2d) 9)."

It is believed, therefore, that the previous Federal

decisions are controlling as to the applicability of

Section 1338(b) to the fourth count herein. The pre-

vious decisions are unanimous that the cause of action

for alleged unfair competition must bottom upon the

same cause of action or set of facts or circumstances

as the causes of action for patent infringement of

trademark infringement. Duhil v. Rayford Camp &
Co. (CA. 9), 184 Fed. (2d) 899, 901.

I
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It is evident that the fourth count herein is not part

of the first and second causes of action and does not

bottom upon the same facts and circumstances, there-

fore the Court would have no jurisdiction of the

fourth count herein under Title 28 U.S. Code, Section

1338(b).

Plaintiff relied also upon the Lanham Trade Mark
Act and upon the decision in Stauffer v. Exley, 184

Fed. (2d) 962. Section 1126 of the Lanham Act pro-

vides that nationals of foreign countries and also

citizens or residents of the United States shall be

entitled to ''effective protection against unfair com-

petition, and the remedies provided in this chapter

for infringement of marks shall be available so far

as they may be appropriate in repressing acts of un-

fair competition."

The Stauffer v. Exley case, however, also states on

page 965:

"The protection granted by the Lanham Act
against unfair competition, however, is limited

by paragraph 1126(h) of the Act to 'the remedies

provided by this chapter for infringement of

marks * * * so far as they may be appropriate

in repressing acts of unfair competition.' The
general provision for remedies against trade-mark

infringement is paragraph 1114(1), which pro-

vides: 'Any person who shall, in commerce, (a)

use, without the consent of the registrant, any
reproduction, counterfeit, copy, or colorable imi-

tation of any registered mark in connection with

the sale, offering for sale, or advertising of any
goods or services on or in connection with which

such use is likely to cause confusion or mistake
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or to deceive purchasers as to the source of origin

of such goods or services * * *^ shall be liable

to a civil action by the registrant for any or all

of the remedies hereinafter provided in this

chapter * * *''

The present fourth count is not within this limita-

tion and rule because (a) the very limited activity

of McKenna and Goudy did not affect the plaintiff's

interstate commerce and (b) the fourth count does

not involve the use of a trademark or trade name nor

any of the elements of unfair competition recited in

Statiffer v. Exley. The fourth count is based solely

on alleged disloyalty of the employees, McKenna and

Goudy.

That the rule of Stauffer v. Exley, supra, is limited

to unfair competition ''concerning the use of a trade

name" is evident from the language used subsequently

by the Circuit Court in Chamberlain v. Colimibia

Pictures, 186 F. (2d) 923, 924 and 925. On page 924

the rule is stated as follows

:

''Various provisions of the Lanham Act now
give protection under federal law regardless of

the registration under federal law of the trade

name concerned, provided the unfair competition

takes place in interstate commerce. See Stauffer

V. Exley, 9 Cir., 1950, 184 F. (2d) 962." (Italics

ours.)

In the present fourth count there is no "trade name

concerned" at all.

On page 925 it is stated (Chamberlain v. Columbia,

supra)

:
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^^However, we do not think said section changes

the fundamental requirements necessary to sus-

tain a suit for unfair competition, one such re-

quirement being a direct injury to the property

rights of a complainant by passing off the partic-

ular goods or services misrepresented as those

of complainant. Deceiving the public by fraudu-

lent means, while an important factor in such

a suit, does not give the right of action unless

it results in the sale of the goods as those of the

complainant/' (Italics ours.)

There is no charge in the fourth count, that these

employees passed off the particular goods or services

misrepresented as those of the complainant. The only

charge is that they were disloyal as employees in

starting their own business.

On June 25, 1953, in American Automobile Associ-

ation V. Spiegel, 98 U.S.P.Q. 1 (C.A. 2), at page 3,

the Court held:

"We are forced to the conclusion that the Act

does not give jurisdiction to the District Courts

over an action brought by any plaintiff with

whose interstate commerce the defendant has un-

fairly competed. '

'

The Court there reasoned that the plaintiff must

prove that the right arose under an international

convention or treaty.

A cause of action arising solely out of alleged dis-

loyalty of a servant to his master between citizens

of the same state, is certainly not one of the causes

in which the Lanham Act would give jurisdiction.
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Consequently, the plaintiff in this case cannot rely

for jurisdiction upon the Lanham Act nor upon Title

28 U.S. Code, Section 1338(b).

It is the contention of defendants that under the

evidence in this instant case the District Court had

no jurisdiction of the subject matter of the fourth

count under either one of the aforementioned acts.

CONCLUSION.

Upon the whole record, it is respectfully submitted

that no error was committed against the plaintiff and

the decree of the Court below should be affirmed.

It is further urged that the decree of the Court

below against plaintiff should be also affirmed on the

further ground that plaintiff proved no title to the

causes of action in Counts 1, 2 and 4, and the District

Court had no jurisdiction over Count 4.

Dated, San Francisco, California,

July 27, 1953.

Respectfully submitted,

Dudley Harioelroad,

White & Riaboff,

George B. White,

Alexander Riaboff,

Attorneys for Defendants-Appellees.


